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1. EXECUTIVE SUMMARY

Kosovo’s business climate is evolving, supported by ongoing efforts to strengthen public-private
dialogue through the National Council for Economy and Investment (NCEI). Based on findings
and insights from the dialogue, this report provides a comprehensive assessment of the
challenges faced by businesses, strategic recommendations to enhance the economic
environment, and the effectiveness of the dialogue platform. Drawing on sectoral forums,
business surveys, and NCEI meetings, the findings highlight key obstacles and opportunities for
policy reform.

Sectoral forums and the private sector survey have identified specific areas requiring immediate
action. Legal and regulatory reforms remain the most pressing area for improvement, with
businesses emphasizing the need for streamlined administrative processes, harmonized
institutional requirements, and improved legislative consultation mechanisms. Moreover,
businesses report difficulties in accessing skilled labor, mainly due to the education system not
being fully aligned with market needs. Energy infrastructure also presents a major challenge,
with firms experiencing costly and prolonged grid connection procedures, impacting
productivity and investment potential.

Based on the Secretariat's comprehensive analysis, the following actionable recommendations
have been developed:

- Regulatory Reforms: Ensure systematic private sector consultation during legislative
drafting, simplify administrative procedures, and enhance institutional coordination to
reduce redundant requirements.

- Energy and Infrastructure Development: Improve electricity grid access by simplifying
connection procedures, investing in infrastructure, exploring co-financing and/or price
models modifications for grid improvements.

- Workforce Development: Introduce targeted fiscal incentives for workforce training and
education, expand vocational training initiatives, and align curricula with industry
demands.

- Business Support to Boost Competitiveness: Establish dedicated financial support
mechanisms for exporters, improve the efficiency of public procurement processes, and
improve access to financial instruments for SMEs.

- Public-Private Dialogue Enhancement: Strengthen NCEI's role in monitoring and
following up on business concerns, ensuring systematic engagement between institutions
and the private sector.

While progress has been made, further efforts are needed to institutionalize reforms and enhance
the responsiveness of public institutions to the public-private dialogue. Strengthening the role of
the Secretariat in overseeing the implementation of recommendations, fostering inter-agency
collaboration, and ensuring that the private sector has a clear, structured input in policymaking
are crucial next steps.
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2. INTRODUCTION

Kosovo’s economy has demonstrated resilience and steady growth, driven by strong service
exports, particularly in the information and communications technology (ICT) sector. According
to the Kosovo Agency of Statistics (KAS), real GDP grew by an average of 4.6% in the first three
quarters of 2024. However, the investment-to-GDP ratio remains low, and structural challenges
persist, underscoring the need for targeted reforms to improve the business climate. In response,
the government has introduced a new law on investment, aiming to attract foreign direct
investment, marking a positive movement toward creating a more favorable business

environment.

Nevertheless, businesses continue to face obstacles, including bureaucratic inefficiencies, legal
and regulatory uncertainty, and sector-specific constraints. These barriers hinder private sector
growth, reduce competitiveness, and slow economic progress. To address these challenges, the
Government of Kosovo, in cooperation with the European Bank for Reconstruction and
Development (EBRD), reestablished the NCEI as the primary platform for public-private
dialogue, introducing a new methodology in 2023 to improve the business environment.

This report assesses Kosovo’s business climate by identifying key challenges faced by businesses,
analyzing insights from the public-private dialogue platform, and proposing recommendations
to enhance the business environment. These insights stem from discussions following the
reorganization of the NCEI in October 2023. Through the NCEI, businesses and policymakers
collaborate to eliminate economic barriers, streamline regulations, and attract investment.
Drawing on sectoral forums, business surveys, and NCEI meetings, the report provides an
evidence-based evaluation of the current business landscape and opportunities for improvement.

The NCEI—through its full-time Secretariat, supported by the Swiss State Secretariat for
Economic Affairs (SECO) via the EBRD, and Office of the Prime Minister —plays a critical role in
systematically gathering, analyzing, and addressing business concerns through policy reforms. It
operates through sectoral forums, working groups, and periodic surveys, offering a structured
mechanism for identifying key business issues and proposing concrete solutions. By fostering
direct engagement between businesses and policymakers, the NCEI aims to create a more
transparent, efficient, and responsive regulatory environment that supports economic
development.

This report provides a comprehensive overview of Kosovo’s business climate and the impact of
public-private dialogue. The next section outlines the NCEI's methodology, explaining how
business concerns are identified and addressed. The fourth section presents findings from
sectoral forums and surveys, highlighting key business challenges across industries. The fifth
section summarizes recommendations from NCEI meetings, focusing on proposed reforms and
policy actions. The final section offers concluding remarks.
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3. NCEl WORK METHODOLOGY

The activities of the NCEI serve as a mechanism for structured public-private dialogue, enabling
the private sector’s active engagement in shaping policies and reforms. This dialogue supports
the greater goal of enhancing economic growth, improving the investment climate, promoting
exports, and aligning government policies with industry needs. The focus sectors for these
activities include:

Agriculture, Food, and Beverages,

Manufacturing (Metal, Wood, Plastic, and Textile),
ICT (Information and Communication Technology),
Energy,

Construction,

Healthcare,

Transport and Tourism,

Mining and Minerals,

©® N U N

. Finance and Insurance,
10. Trade.

The public-private dialogue is designed to achieve effective collaboration between public and
private sectors. To this end, the following methodology for the dialogue structure is employed:

1. Sectoral Forums and Working Groups

Sectoral forums focus on industry-specific issues within the identified sectors, while
working groups address targeted challenges that span across different sectors. These
forums and groups convene regularly to tackle pressing issues within the business
community. Discussions involve private sector and public sector representatives, along
with experts in relevant fields, working collaboratively to develop actionable proposals
for improving the business environment in Kosovo.

2. NCEI Meetings

At the conclusion of the quarterly activities of the forums and working groups, NCEI
members - representing the private and public sectors - convene for regular meetings,
chaired by the Prime Minister of the Republic of Kosovo, with participation from the
international development partners as observers as—well. These high-level meetings
provide a platform to review the outcomes of forums, address key business challenges,
and deliberate on actionable recommendations. Informed by survey results, forum
discussions, and expert consultations, these sessions enable informed dialogue and ensure
that ongoing reforms and policies align with the needs of the private sector.
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3. Periodic Surveys

The Secretariat conducts periodic surveys targeting businesses across the focus sectors to
identify pressing concerns and capture the current state of the business climate. Survey
findings feed into the NCEI meeting discussions and serve as valuable input in guiding
policy recommendations for the government.

This systematic methodology not only helps address challenges faced by the private sector but
also fosters trust and collaboration between the government and businesses. By prioritizing
transparency and engagement, the NCEI facilitates constructive dialogue between these sectors,
toward meaningful reforms and sustainable economic growth across Kosovo’s key economic
sectors. Another key channel in which the Secretariat’s methodology is focused is monitoring
legislative and regulatory developments, assessing government commitments to various strategic
agendas, and facilitating early-stage consultations to ensure that business perspectives are
considered in the reform process.

In addition to facilitating the collection of private sector’s recommendations on improving the
business climate and analytically filtering them, the Secretariat plays a role in monitoring the
implementation of such recommendations. This involves regular communication with relevant
public institutions and systematic updating of their feedback in the online NCEI/Forumiks
database.

Finally, for action items arising from public-private dialogue that the Secretariat identifies as
having significant potential to improve Kosovo’s business climate, the latter actively follows up
by putting working groups in place to develop these actions or otherwise supporting their
implementation. On a need basis, the Secretariat also provides direct assistance during the
implementation phase to ensure successful outcomes.
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4. BUSINESS ISSUES IN KOSOVO

In this section, the report presents the key findings regarding business issues in Kosovo, derived
from the Secretariat's methodology. This includes insights from two main sources: the sectoral
forums and the survey conducted with the private sector in September 2024. Together, these
sources provide a comprehensive understanding of the challenges businesses face and can serve
as a strong basis for actionable recommendations for business climate improvement.

4.1. Sectoral Forums Findings

Sectoral Forum meetings play a crucial role in the Secretariat’s methodology, offering a platform
for constructive dialogue between relevant public sector stakeholders and private sector
representatives (including, among others, business chambers and associations, and private firms
selected via an agreed-upon methodology). These forums serve two main purposes: a number of
them are broad, allowing private sector participants to highlight the range of challenges they face,
while others focus on specific, targeted issues.

Following the reorganization of the National Council for Economy and Investment in 2023, five
series of sectoral forums have been held. The first series took place in November 2023, with ten
forums, each focusing on a different sector. During these initial forums, private sector
representatives had the opportunity to openly discuss the challenges they encounter while
operating in Kosovo.

The second series of forums was held in March 2024. At the start of each sectoral meeting, a
specific topic relevant to that sector was introduced, followed by a discussion where private
sector participants shared the challenges they face.

In June 2024, two thematic forums were organized to address issues: the relationship between
food and beverage producers and the retail network, and the challenges related to the
establishment and efficient use of industrial parks. Both topics had been raised in previous
sectoral forums as critical concerns for businesses.

In September 2024, two additional thematic forums were held. One focused on the difficulties
businesses face when connecting to the electricity grid, while the other addressed barriers in
foreign trade, specifically the challenges businesses face in documenting and filing complaints to
CEFTA regarding trade barriers, due to the complexity of the required documentation.

In December 2024, a discussion on the implementation of Law No. 08/L-125 on Public Property
was held, focusing on the key changes introduced by the law and the challenges in its application
following its entry into force. Discussions primarily focused on issues related to public property
leasing and the law’s specific impact on the mining sector.
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Generally, since the start of the project in late 2023, the NCEI has gathered a total of 201 issues
and recommendations from the business community via the sectoral and thematic forums. At
least 14.9% of these recommendations or concerns of the private sector have been resolved, while
other recommendations remain in progress or are pending validation from public institutions.
The resolved issues include the removal of 7% bank fee on coin deposition, urgent
operationalization of the Kosovo Independent Commission for Mining and Minerals,
streamlining export tax procedures, incentivizing workforce development, banking-related
decisions, and legal and regulatory changes—where laws were either initiated, approved by
Parliament, or adopted by the Government.

L1 LH B Summary of forums

Number of Nature of

Period meetings meetings Methodologx
Sectorial Businesses raised general issues impacting their
November 2023 10 forums operations
Sectorial Specific topics were presented and discussed, and
March 2024 9 forums businesses raised additional general issues
Thematical
June 2024 2 forums The discussion was focused on specific topics
Thematical
September 2024 2 forums The discussion was focused on specific topics
Thematical
December 2024 2 forums The discussion was focused on specific topics

4.1.1. Sectoral Forums findings by category

Given the high number of business issues identified, this report categorizes them into broader
thematic areas to facilitate a more structured approach toward addressing them. This
categorization allows for more systematic analysis, making it easier to identify patterns, prioritize
challenges, and develop targeted policy interventions. However, it is important to emphasize that
the frequency of issues falling into a particular category does not necessarily indicate a higher
level of importance over other categories. Some critical challenges may appear less frequently in
discussions but still have a significant impact on the business climate and require urgent
attention. Therefore, while this classification provides a useful framework for analysis, all
identified issues remain relevant to improving Kosovo’s business environment.
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Figure 1. Distribution of business concerns by category

Legal and Regulatory Framework 47.9%
Governance and Institutional Capacity
Business Support and Development
Workforce Development

Legal and Regulatory Framework - Taxes
Infrastructure and Logistics

Unfair Competition

Other

Leagal and Regulatory Framework - Energy
Access to Markets and Trade

Access to Finance

Informality and Compliance

Compliance

According to Secretariat’s approximate categorization of private sector challenges, the majority
of the issues have been identified as relating to the Legal and Regulatory Framework, followed
by Governance and Institutional Capacity (Figure 1). Additional challenges and their
corresponding recommendations have been grouped into other broad areas. Notably, the
Workforce Development and Business Support Development categories count for a significant
number of issues as well. While requests and recommendations from the private sector related to
all the categories are referenced throughout this report, only some of them are explored in more
depth within this section.

Legal and Regulatory Framework. The broad “Legal and Regulatory Framework” category
encompasses both legal and regulatory considerations. Since the PPD platform primarily
facilitates private sector requests to the government—most of which are regulatory in nature—
this outcome seems natural.

Many of the concerns indicate a need for amendments to laws, sub-legal acts, or sector-specific
regulations, particularly in areas such as labor, energy or taxation. The business community
deems that parts of the legislation should be revised to better align with current business needs
and modern-day issues. While some of these laws have begun their amendment process, delays
in advaneing government initiatives are hindering their formal approval.

Another concern that has come up often in the realm of regulatory framework, is the lack of
transparency in legislative drafting, especially among laws that are critical for business growth,
such as the Law on Labor and Law on Public Procurement. The private sector considers there is
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insufficient consultation with them prior to approving the legislation, ultimately resulting in the
laws not adequately addressing their needs.

Lastly, challenges in the implementation of the legislation are also noticeable. While certain laws
and regulations have been formally adopted, their effectiveness is often undermined by gaps in
enforcement and missing bylaws. In some cases, the necessary sublegal acts that define
implementation have yet to be approved, creating uncertainty in their application. In other cases,
even when laws and sublegal acts are in place, they are not always effectively implemented in
practice, resulting in a weaker legal framework.

Governance and Institutional Capacity. Another group of prominent issues identified by the
private sector fall under the category labelled as “Governance and Institutional Capacity”. This
category primarily entails concerns related to miscommunication between public institutions and
lack of harmonization in their requirements. These issues contribute to increased bureaucracy
and negatively contribute to the overall business climate in Kosovo.

One of the most frequent concerns is the lack of effective coordination between public institutions.
This issue results in overlapping responsibilities, inconsistent requirements - particularly among
central and local institutions - and prolonged procedures due to redundant steps. These
bureaucratic procedures hinder business operations, and can, in some scenarios, be reduced.
Businesses emphasize that it is crucial for the institutions to work toward eliminating redundant
administrative requirements, ensuring that the private sector is not burdened with repetitive
requirements, thus leading to greater efficiency.

Another common suggestion from businesses was for public institutions to leverage data already
submitted to other public institutions, reducing the need for a business to provide the same
information multiple times. By integrating digital systems and creating interoperable databases,
institutions could streamline processes and enhance efficiency in its operations. This is
particularly relevant for information provided to the Tax Administration, which is often
requested by other public institutions, e.g. the Kosovo Business Registration Agency (KBRA).

Business Support and Development. The “Business Support and Development” category
encompass a broad range of issues that impact the ability of businesses to grow, innovate, and
compete in both domestic and international markets. A key challenge identified is the
underutilization of existing business spaces and parks, where infrastructure is (generally)
available but not effectively allocated to businesses in need of expansion. Additionally, the
creation of specialized business facilities is seen as crucial for fostering a more dynamic business
environment.

12 | Improving the business climate in Kosovo through Public-Private Dialogue



Several concerns relate to Kosovo's international positioning and recognition, which affect its
attractiveness to investors and access to global markets. Businesses have highlighted the need for
better preparation before presenting Kosovo-based companies” services to foreign investors, as
well as improving Kosovo’s global image as a secure investment destination. Digital barriers,
such as non-recognition of Kosovo’s state code on international platforms and the absence of a
country-code top-level domain, further restrict businesses' access to e-commerce platforms,
particularly for small producers who lack logistics and transport networks to reach markets like
Amazon and eBay.

Workforce Development. One of the most recurring challenges across different sectors, is the
shortage of a qualified workforce to meet business needs, categorized into “Workforce
Development”. These challenges are particularly evident in industries where students typically
do not pursue relevant studies or where fast-paced industry changes require new qualifications.

To address this, the private sector proposed several solutions, including integrating relevant
practical knowledge into high-school education — especially on deficient sectors, updating higher
education curricula, and improving existing tax incentives to encourage businesses to further
train their employees. The Government has already made progress with regards to the first
proposed solution through developing the legal and practical framework for “dual education” in
vocational high schools. This initiative, enabled through partnerships between the Government,
the private sector, and respective high schools, has already started producing results by preparing
students for careers as qualified employees. By aligning student career choices with market needs,
this approach can help balance career distribution across industries.

Updating higher education curricula and introducing tax incentives are particularly relevant to
the ICT sector. A modernized curriculum ensures students are better prepared for market
demands, whereas tax incentives make it easier for employers to finance continuous employee
training. While the ICT sector generally has a well-qualified workforce, the dynamics of
technological change impose continuous skill development. Alongside updating the Law on
Labor, such initiatives would further support a more business-friendly environment and
strengthen the workforce in the private sector.
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Box 1. Secretariat's recommendations on improving the business climate by category

To address some of the above findings and improve the effectiveness of the regulatory and
legal framework, including better institutional coordination, the following measures are
recommended:

1. Implement effective private sector consultation in the process of drafting and
amending laws. The business community knows the industry-related challenges first-
hand and is generally willing to provide input at no cost.

2. Develop informative online platforms to guide businesses in fulfilling regulatory
requirements. This will improve transparency and foster a more efficient business
climate.

3. Provide targeted support to ensure the effective implementation of existing
regulations, focusing especially on capacity building among public institutions.

4. Standardize and harmonize administrative procedures across local and central levels.
This can be done, e.g. by engaging the private sector in drafting guidebooks outlining
unified requirements, that are also agreed upon by all relevant stakeholders.

5. Reduce bureaucracy by streamlining administrative processes (one-stop-shops) and
digitizing them to the extent possible.

Feedback gathered through public-private dialogue can play an important role in prioritizing
the different needs of the business community and can help in implementing the above

recommendations. J

4.1.2. Sectoral Forums findings by sector
Analyzing findings by sector provides a clearer understanding of the distinct challenges

encountered by various industries in Kosovo. This approach not only allows for the identification
of specific issues requiring immediate attention but also highlights challenges that span multiple
sectors. Additionally, examining these issues through a sectoral perspective contributes to the
identification of the institutional frameworks responsible for addressing these challenges,
enabling more effective and coordinated interventions.

Agriculture, Food, and Beverages. This sector in Kosovo faces significant challenges that demand
immediate attention to ensure sustainable growth. Key issues include unfair competition for local
producers, limited market access, and the urgent need for legislation to address product spoilage
and losses, enhancing international competitiveness. Strengthening agricultural cooperatives,
investing in education and training, and incentivizing seasonal workers are critical for workforce
development. More specific challenges under unfair competition include the high annual bonuses
demanded by retail networks and the need to foster fair-trade relations between local and foreign
traders.
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Manufacturing (Metal, Wood, Plastic, and Textile). Private sector representatives have raised
several key concerns, highlighting challenges related to infrastructure, human resource
development, regulatory frameworks, and market competitiveness in this sector. A pressing issue
is the underutilization of existing business parks, which underscores the need for more effective
planning and strategic expansion. Energy-related concerns are also critical: both the anticipated
introduction of the carbon tax and the compulsory entry into the electricity open market are
expected to affect operational costs for manufacturing firms. Furthermore, human capital
development remains a significant challenge, with stakeholders emphasizing the need for
improved education and professional training to better align with market demands. Businesses
also stress the importance of better-targeted subsidies to support sector growth and
competitiveness.

Information and Communication Technology (ICT). Companies of this industry have raised
concerns about Kosovo's challenges on both local and international level. Locally, they suggested
that outdated legislation, for example the Law on Labor, should be updated to meet modern
requirements. Internationally, challenges include Kosovo’s lack of recognition by international
online platforms and the absence of a country code top-level domain, which entails commercial
challenges, but cyber-security sensitivity as well. A broader concern, affecting other industries as
well, is the incomplete implementation of digital signatures regulations, and the need to finalize
the eID Kosova project. This sector’s representatives additionally mentioned the shortage of
qualified workforce as an important challenge, suggesting tax incentives as a potential solution
to encourage companies to invest in training their employees.

Energy. Key challenges of the energy sector include fragmented legislation and bureaucratic
procedures that hinder renewable energy development. Moreover, challenging access to the
electricity grid further poses a bottleneck for producers in industries requiring large energy
consumption, leading to delays and higher costs. On a larger scale, businesses have also raised
concerns about the lack of decarbonization initiatives and a market for guarantees of origin, both
of which contribute to the broader goal of increasing exports and attracting foreign investments,
given the global decarbonization efforts. As a general perception, improved coordination
between central and local governments to unify licensing and authorization procedures is
deemed as a means for easing these hurdles and encouraging investment.

Construction. The construction sector has raised several key issues to enhance efficiency and
support growth. Private sector representatives emphasize the need to reduce bureaucratic
hurdles in obtaining licenses from public institutions and to amend the Law on Public
Procurement to better reflect the sector's current needs. They also stress the importance of
improving efficiency in reviewing residential construction documentation and increasing the
staff involved in the technical acceptance of buildings to prevent delays, and issues linked to local
government level. Additionally, the sector calls for improvements to the process, and a reduction
in the cost of accessing the electricity grid to ensure a reliable energy supply for construction
projects.
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Healthcare. Challenges raised by the healthcare and pharmaceuticals industry mainly include
reviewing existing legislation and harmonizing it with planned legislation to ensure consistency.
For this purpose, prior consultation with the private sector was especially requested, namely that
private sector representatives be invited to attend legislative working groups. Among others,
recommended changes include approval of laws, such as the respective law on reproductive
health and assisted fertilization, as well as procedural adjustments to attract foreign doctors to
work in Kosovo. Legislative amendments proposed include changes that allow for equal
treatment between private and public hospitals, such as eliminating differences in blood donation
receipt fees, and tailoring public procurement procedures for the healthcare sector to avoid delays
in supplying medicine to hospitals. Other proposed amendments include changes to remove
redundant import and export requirements, aiming to boost the pharmaceutical industry. Lastly,
businesses of this sector emphasized the need for swift operationalization of the digital health
information system to improve coordination and efficiency between the public and private
healthcare institutions.

Transport and Tourism. Key issues of tourism and transport sectors raised in the public-private
platform include the need to revise VAT procedures and rates for transport services, amend the
Law on Transport, and improve the regulation of road and energy infrastructure. Targeted
measures, such as providing teacher training in transport-related fields in vocational schools, and
introducing government incentives to promote dual learning, are also essential. A critical
challenge is Kosovo’'s exclusion from the green card system, which significantly increases
transportation costs. Additionally, the lack of international recognition, such as the non-
recognition of Kosovo's state code and its absence in global platforms, negatively affects tourism,
manufacturers, and transport companies. Finally, incentives promoting the use of electric
vehicles would mark an important step for this sector, with the indirect benefit of improving air
quality in Kosovo.

Mining and Minerals. Businesses in the mining and minerals industry, including construction
companies and those requiring access to public lands, face significant challenges due to the lack
of implementation of the Law on Public Property, which has been inexecutable since its
enactment in November 2023 due to pending sub-legal acts. This blockage also impacts renewable
energy companies that need public land leases for energy projects. Meanwhile, companies in the
gold-selling industry acknowledge the widespread informality in their sector and propose
solutions such as increased tax inspections and revised VAT requirements to encourage
compliance and more transparent business thereafter.
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Finance and Insurance. The finance and insurance sector emphasized the need for improved
institutional coordination and linked data systems to reduce bureaucracy and enhance business
efficiency. Examples include interconnecting databases between the Agency for Civil Registration
and commercial banks, as well as between Kosovo Police and insurance companies, to streamline
typical business-related processes. Additionally, they recommended digital financial reporting
instead of relying in physical document scanning, as well as the standardizing of financial reports
platforms in Kosovo, such as XBRL, to attract foreign investments, among other results. Lastly,
this sector raised a country-level concern, namely the lack of a green card for Kosovar citizens
and businesses, which requires diplomatic efforts to address. They proposed finding alternative
solutions to mitigate the challenges caused by the absence of the green card.

Trade. A key challenge for retail chains is the absence of adequate legislation regulating the
recognition of product losses (damage, spoilage, etc.) for tax purposes. This requires regulation
in legislative acts concerning Customs and the Tax Administration, as well as the latter’s
improved coordination with the Food and Veterinary Agency. Additionally, businesses with
large workforces called for adapting Tax Administration’s e-declaration (EDI) system to handle
requests for these types of businesses. Additionally, they highlighted the need to amend the Law
on Labor to align with modern-day requirements and other relevant legislation. Finally, they
emphasized the need to amend the Law on Internal Trade, among others, to regulate e-commerce
and regulate retailers’ relations with local producers.
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L[ 1L A Summary of the major challenges and opportunities for improvement by sector

Sector Ma'lor challenges

Agriculture, Food, and
Beverages

Manufacturing (Metal, Wood,
Plastic, and Textile)

ICT (Information and
Communication Technology)

Energy

Construction

Healthcare

Transport and Tourism

Mining and Minerals

Finance and Insurance

Trade

Weak agricultural
cooperatives and
workforce incentives

Energy challenges
(carbon tax, electricity
market)

Inadequate legislation -
Labor Law

Fragmented legislation
and poor institutional
coordination

Licensing and
documentation delays

Inconsistent legislation
and lack of
consultation with the
private sector

Kosova's exclusion
from the green card
system

Non-implementation of
the Law on Public
Property

Lack of institutional

coordination and data
linking

No adequate tax
regulation for product
losses

Lack of adequate
legislation on
product losses,
damages, waste for
tax purposes

Insufficient human
capital
development

Lack of Kosovo's
recognition on
international

platforms and
ccTLD

Costly electricity
grid access

High electricity
grid access costs

Unequal treatment
between private
and public

hospitals
Lack of incentives
toward transport

electrification

Public property
access issues for
renewable projects
Digitizing outdated
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4.1.2. Institutional Analysis of Sectoral Forum Findings

Identifying the institutional framework responsible for business concerns is a crucial step in
validating these issues and initiating their resolution. Clearly identifying the institutions
accountable for addressing specific concerns ensures systematic monitoring and tracking the
progress made by each institution.

As shown in Figure 2, the primary institutions responsible for most issues are the Ministry of
Finance, Labor, and Transfers; the Ministry of Industry, Entrepreneurship, and Trade; the Office
of the Prime Minister; Ministry of Health; and the Ministry of Economy. However, it is important
to distinguish that the high number of issues associated with these institutions reflect their direct
and extensive linkages to the private sector. This does not necessarily imply inefficiency or
inaction on their part but rather highlights their roles and responsibilities in fostering private
sector development and addressing challenges.

Figure 2. Distribution of business concerns by relevant institutions for resolution

Ministry of Finance, Labor, and Transfers

Ministry of Industry, Entrepreneurship, and Trade

Office of the Prime Minister

Ministry of Health

Ministry of Economy

Ministry of Environment, Spatial Planning, and Infrastructure
Central Bank of Kosovo

Ministry of Education, Science, Technology, and Innovation
Ministry of Agriculture, Forestry, and Rural Development
Kosovo Customs

Tax Administration of Kosovo

Kosovo Council for Financial Reporting

Kosovo Medicines Agency

Energy Regulatory Office

Other

At this stage, it is still early to thoroughly assess the effectiveness of each institution in addressing
private sector concerns raised through the PPD platform. This is because many challenges that
have been raised, particularly those related to the Legal and Regulatory Framework, require time
for resolution. However, one measurable aspect at this stage is the level of cooperation shown by
public institutions in validating these business concerns. As part of the process, the Secretariat
collected input from the private sector, identified key business challenges, and shared them with
the relevant institutions. These institutions were then asked to confirm the existence or validity
of these issues and, where needed, to provide additional clarification.

19 | Improving the business climate in Kosovo through Public-Private Dialogue



The overall response rate from public institutions regarding the raised issues is 58.2%. However,
the quality of responses—evaluated based on how effectively they contribute to validating or
resolving specific business issues—has been unsatisfactory for certain cases. In dozens of
instances, the most relevant institutions have provided broad, generic comments rather than
effectively confirming whether the issue exists or not. When excluding these cases, the adjusted
response rate drops to 48.8%.

e 1KY Response rates by relevant institutions

Institution Response Rate

Ministry of Finance, Labor, and Transfers 56.3%
Ministry of Industry, Entrepreneurship, and Trade 66.7%
Ministry of Health 4.5%

Office of the Prime Minister 47 4%
Ministry of Economy 40.0%
Ministry of Environment, Spatial Planning, and Infrastructure 9.1%

Central Bank of Kosovo 100.0%
Ministry of Education, Science, Technology, and Innovation 77.8%
Ministry of Agriculture, Forestry, and Rural Development 62.5%
Tax Administration of Kosovo 71.4%
Kosovo Customs 100.0%
Kosovo Council for Financial Reporting 33.3%
Kosovo Medicines Agency 20.0%
Energy Regulatory Office 25.0%

Table 3 shows the rate of response for each business issue raised by the most relevant responsible
institution.! Breaking down the response level by institution gives a better picture of the
effectiveness of the cooperation with each institution. As shown in table 3, there are certain
institutions such as Kosovo Customs, Central Bank of Kosovo (CBK) and Tax Administration of
Kosovo (TAK), which have shown a very satisfactory level of cooperation. This level-is also
reflected in their willingness to not only respond to the issues raised related to them, but to take
part in meetings with the Secretariat to discuss some of the issues at a deeper level. On the other
hand, as shown in table 3, there are other institutions which have shown a lower level of
cooperation so far, despite the Secretariat’s continuous efforts to reach out.

1 The provided statistics do not count for comments which do not effectively contribute to
validation/solution of the raised issue.
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Box 2. Recommendations to improve cooperation with public institutions

As highlighted above, the public-private dialogue platform has been instrumental in
engaging key institutions and addressing business concerns. However, challenges remain in
ensuring its full effectiveness and maximizing its impact. Strengthening the platform’s
credibility and fostering more active participation from all relevant stakeholders are crucial
steps toward addressing private sector challenges more efficiently.

To enhance cooperation with public institutions and improve the responsiveness of the
dialogue platform, the following measures are suggested:

1. Systematic meetings with key institutions: Establish a structured and continuous
engagement process with institutions that are most actively involved in business-
related issues to ensure regular dialogue, follow-up, and policy alignment.

2. Enhance direct engagement alongside existing processes: In addition to sharing
information through established means (e.g., sending recommendations lists via Excel
tiles), introduce more direct engagement methods, such as in-person discussions or
structured meetings with relevant institutions. These interactions can help clarify
business concerns, facilitate immediate feedback, and strengthen dialogue.

3. Proactive institutional updates: Encourage institutions to regularly update the NCEI
Secretariat on their ongoing initiatives and policy developments. This will enable the
Secretariat to provide targeted support and facilitate more effective collaboration.

4. Clarifying the role of the Secretariat: Reinforce the Secretariat's function as a
facilitator of reforms, not just as an entity requesting accountability. This will help
public institutions view engagement as a collaborative effort rather than an external

oversight mechanism. j
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4.2. Survey findings

As part of the Secretariat's methodology, an online survey was conducted in September 2024 to
gather insights from firms on the business climate in Kosovo. The first section discusses the
survey's methodology, followed by a presentation of the survey results.

4.2.1. Methodology
The survey data collection occurred between September 2" and September 12%, 2024. The
questionnaire was structured into four sections, addressing various aspects of business
operations. However, for the purposes of this report, the section focusing on the business climate
is of primary relevance.

To identify and contact firms, administrative data provided by the Tax Administration of Kosovo
(TAK) was used. A total of 5,500 email invitations were sent to firms. While 291 responses were
received, only 267 of them were valid, resulting in a response rate of 4.8%. Although the response
rate is relatively low, the sample size of 267 valid responses is statistically representative of the
population at a 95% confidence level, with a margin of error of 6%.

It is important to note some limitations of the survey. Among these, there is an overrepresentation
of firms with high revenues, as the focus was primarily on sector leading firms when requested
administrative data from TAK. However, this aligns with the Rules and Procedures of the NCEI,
which prioritize dialogue with sector top performers.

4.2.2. Interviewed firms' profile

To assess the profile of surveyed firms, three different indicators are applied. The first considers
the size of respondent firms based on the number of employees (Figure 3). As the results show,
more than 83.0% of firms are either micro or small firms. The remaining part are medium firms
(12.9%) and large firms (3.8%).
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Figure 3. Structure of surveyed firms by size

® Small firms (10-49 employees)
® Micro firms (0-9 employees)
Medium firms (50-249

employees)

Large firms (250+ employees)

A

Based on the region where they operate, most of the surveyed firms (about 48.9%) are based in
the Prishtina region, followed by the Prizren region with about 17.7% of firms (Figure 4).

Figure 4. Structure of surveyed firms by region they operate

48.9%

17.7%
8.6% 7.9% 9
o 7.5% 6.0%
. . . . -
Prishtiné Prizren Pejé Ferizaj Mitrovicé Gijilan Gjakové
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Most of the surveyed firms (38.6%) operate in the wholesale and retail trade sector, followed by
the processing industry (19.1%) and construction (12.7%). Other sectors are represented by
smaller percentages, specifically, 5.6% of surveyed firms are engaged in professional, scientific
and technical activities as their main activities, while 3.7% of the firms have information and
communication as their main activities. As for the other remaining sectors, their participation
ranges from 1.1% to 3.7%.

Figure 5. Structure of surveyed firms by economic activity
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4.2.3. Business climate findings

This part of the survey begins with two important general questions. First, firms were asked how
favorable they consider the climate of doing business in Kosovo. In the second question, firms
were told to assess how supportive they consider the government’s policy toward businesses.
While the overall assessment of the business climate encompasses a broad range of influencing
factors, the question about government policies focuses specifically on their role and impact. For
both questions, firms had to use a scale of 0 to 100. A score of 0 indicates a not favorable climate
of doing business/not supportive Government’s policy at all, while a score of 100 indicates a very
favorable climate of doing business/ very supportive Government’s policy toward businesses.
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Figure 6. Climate of doing business in Kosovo

On a scale from 0 to 100, how favorable do you rate the climate of doing business
in Kosovo?

Average: 46.2

47.2%

24.3% 5:2%
5 0 15.0%

0 - Not favorable at all 25 50 75 100 - Very favorable

As shown in Figure 6, on average firms rated the climate of doing business with a score of 46.2,
indicating that businesses perceive the environment as generally not very favorable. Notably,
8.2% of surveyed firms rated the business climate as completely unfavorable (0 on the 0-100 scale).
Similarly, firms rated the government's policies toward businesses with an average score of 36.3,
suggesting a perception of limited support by the government. Among respondents, 22.1% rated
the government’s policies as "not supportive at all" (0 on the 0-100 scale), while only 4.5% rated
them as "very supportive" (100 on the 0-100 scale).

Figure 7. Government's policies toward businesses

On a scale from 0 to 100, how supportive do you consider the Government of
Kosovo's policies towards businesses?

Average: 36.3

S 29.2%
22.1% 4.5%

12.4%

0 - Not supportive at all 25 50 75 100 - Very supportive
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Regarding the challenges faced by the private sector, the Secretariat has employed two
complementary methodologies so far, each offering distinct advantages. Sectoral forums facilitate
in-depth discussions on specific issues, while surveys capture insights from a broader range of
tirms with diverse profiles. It is important to note a key distinction between these approaches
when comparing results. In sectoral forums, private sector participants tend to focus more on
emphasizing issues that are related to the role of government more directly. On the other hand,
surveys provide an opportunity for firms to assess internal challenges as well, some of which
may be less directly connected to the government’s actions.

Figure 8. Obstacles of doing business in Kosovo

How challenging are the following factors to running and growing your firm?

Unfair competition 66.0

Migration of workers 62.0
Access to qualified staff 60.4

informality

Small market
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Road infrastructure

Administrative burdens at the central level (Government..

Administrative burdens at the local level (Municipality)

Electricity supply

Tax procedures

Transportation

Water supply

B 100.0

In spite of these differences, both methodologies focus on issues faced by firms and comparison
of results provides a better picture of overall business environment. One of the key survey
questions regarding business climate focuses on evaluating 14 different barriers, where
respondents rated each on a scale from 0 to 100. A score of 0 indicates the aspect is not a barrier
at all, while a score of 100 signifies it is a significant obstacle to business operations. The results
are shown in figure 8. Barriers that are assessed with the highest average score include unfair
competition, migration of workforce and access to skilled staff. In one way or another, these
barriers were mentioned during sectoral forums as well. Moreover, in one of the NCEI meetings
in May 2024, concrete recommendations to incentivize investments toward a skilled workforce
were presented, details of which will be discussed in the next section of the report.

26 | Improving the business climate in Kosovo through Public-Private Dialogue



Another important question that surveyed firms were asked is: “Do you have any specific
recommendations on how public institutions can contribute to improving the business climate in Kosovo?”
The responses to this question allow for a direct comparison between survey findings and sectoral
forums, as both assess how public institutions can enhance the business environment. The box
below presents a summary of results generated from this survey question.

Box 3. Surveyed firms’ recommendations to public institutions for business climate improvement

The surveyed firms highlighted several priority areas for improving the business environment:
Infrastructure and Procedures
e Improve road conditions, public facilities, and energy infrastructure.

e Simplify customs processes and delayed VAT payments until goods are sold to ease cash flow
burdens.

Tax and Financial Support
e Reduce VAT for specific sectors.

e Offer tax incentives for export-oriented businesses and support local production through
subsidies and grants.

e Provide better financial access, including lower interest rates, interest-free loans, and grants
for machinery and capital investments.

Regulatory and Legal Reforms
e Simplify permits, licenses, and regulatory procedures.
¢ Enhance public procurement professionalism to ensure fair competition.

e Reform judicial processes to expedite economic dispute resolutions and improve property

laws.
Dialogue and Governance

e Facilitate regular, localized meetings between businesses and government officials for better
communication.

e Combat informality and corruption in public procurement and other regulatory areas.
Support for Export and Workforce Development

e Strengthen logistical and financial support for exporters.

e Invest in training programs to enhance human capital and competitiveness.
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5. RECOMMENDATIONS FROM NCEI MEETINGS

Pursuant to NCEI's work methodology, three regular NCEI meetings were held in 2024,
convening in February, May, and October. All three NCEI meetings, chaired by the Prime
Minister, were well attended, with an average participation rate of 63.3% among NCEI members.

5.1. First Meeting - February 20

The first regular NCEI meeting, held in February 2024, served as an inaugural meeting, laying
the foundation for public-private dialogue under this platform. The Secretariat presented a
detailed calendar of events aligning stakeholders on planned NCEI activities for 2024, and called
for recommendations on investment promotion, export growth, and enhancing the public-private
dialogue platform.

This meeting provided an opportunity for government stakeholders to hear the business
chambers’ perspectives on the main challenges facing the private sector in Kosovo. These
discussions focused on:

- The need for regulatory framework amendments to improve the energy sector’s
efficiency;

- Progress on important business-related laws, such as the Law on Internal Trade, Law on
Labor, and a legal framework on waste, theft, and damage of products for tax purposes,
as initiatives that were started before, but were left incomplete.

Recommendations from the meeting emphasized the need for ongoing consultations with the
private sector on the draft Law on Public Procurement, amendments to the Law on Labor, and
Law on VAT —all essential to improving and operating of the business environment.

5.2. Second Meeting - May 7

The NCEI meeting in May focused on three pressing issues raised by the business community:

- Export license for pharmaceutical products;
- Regulation of product losses and damages for tax purposes; and
- Private sector workforce development through tax incentives.

The Secretariat presented a working paper proposing the removal of the L04 export license
requirement for pharmaceutical products. This initiative aimed to reduce unnecessary delays
caused by this requirement. The members endorsed the proposal of replacing the existing
exporting license requirement with a simple notification system via office email, as recommended
by the Kosovo Medicines Agency (KMA) and Kosovo Customs, in line with the legal framework.
Such a system simplifies the export procedure and increases efficiency among both the KMA and
the businesses.

The second agenda item addressed the need for regulating the recognition of product losses
(damage, spoilage, etc.) for tax purposes. The members endorsed Secretariat’s proposal for the
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Ministry of Finance, Labor, and Transfers to issue a by-law defining standard loss rates for excise
products and take initiative in simplifying documentation procedures for product loss, overseen
by TAK inspectors. This entails two parts in it, namely, 1) simplifying documentation procedures
through a sub-legal act, and 2) establishing standard loss rates for non-excise products to support
such documentation. Streamlining these processes would improve compliance and ease the
burden on a great number of Kosovar businesses facing challenges.

Lastly, the ICT Sector Workforce Council, supported by USAID’s Private Sector-Led Workforce
Development Activity and led by STIKK, proposed fiscal incentives for workforce development.
The recommendation included amendments to the Law on Corporate Income Tax and Personal
Income Tax, offering enhanced tax incentives for education and training. These measures aim to
support strategic sectors, in alignhment with the government's national development strategy, and
help develop a more qualified workforce.

5.3. Third Meeting - October 10*"

The final NCEI meeting of 2024, held in October, primarily focused on the challenges businesses
face in accessing the electricity grid and included the presentation of a targeted business support
proposal by the American Chamber of Commerce.

Discussions on electricity grid access helped identify several obstacles, including: 1) unclear and
fragmented regulatory procedures, 2) insufficient coordination between the system operators,
and 3) current regulations imposing all infrastructure financing burden to the businesses when
such grid improvement is either not part of the distribution operator’s short-term plan or is not
planned at all.

To address these issues, the Secretariat recommended:

- Simplifying and unifying application procedures at local and national levels;

- Developing interactive tools such as a mapping system, to identify potential grid
connection points;

- Establishing a "one-stop shop" for energy-related matters to reduce bureaucratic barriers;

- Exploring potential co-financing models where municipalities or the government could
share grid infrastructure costs for projects positively contributing to the national economy
and/or exploring ways to include private companies” investments and costs for access to
grid into ERO’s tariff methodology.

While all recommendations were not fully endorsed by all NCEI members, they reflected pressing
private sector concerns and were generally welcomed by the government.
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AmCham also presented a policy proposal, built on international best practices, aimed at
accelerating economic growth through targeted financial support. This proposal outlined
targeted support, such as dedicated funds for exporters of goods and services, startups, and
digital transformation costs. These targeted measures aim to boost economic growth and foster
innovation and competitiveness among Kosovar businesses.

Additionally, the meeting provided a platform for discussions on updates regarding the
establishment of the Agency for Investments and Exports (AIE) and the Agency for Innovation
and Support to Enterprises in the Republic of Kosovo (AISEK). These updates clarified areas
previously unclear to the private sector representatives.

Finally, the Secretariat shared its findings based on the business community survey conducted
during September, as detailed further in fourth section of this report.

Box 4. Follow up on NCEI meetings

NCEI Meetings Progress Update — what has been done so far?

Follow up on the February meeting

One of the issues raised in discussion by business chambers during the February meeting, the
regulation of product loss, was further analyzed and addressed as a central topic during the
May meeting, following consultations with stakeholders. More on this follows below.

Regarding the recommendations to involve the private sector in drafting, respectively
amending the Law on Public Procurement, Law on Labor and Law on VAT, the Secretariat
has forwarded these requests to the Ministry of Finance, Labor, and Transfers, as the
institution responsible for advancing these legislative processes. These processes are
underway, with the project-laws not public yet.

Follow up on the May meeting

1) Fiscal incentives for workforce development

Soon after the NCEI meeting, the Ministry of Finance, Labor and Transfers formed a working
group to draft amendments to the Law on Corporate Income Tax and the Law on Personal
Income Tax to address the identified issues. Over three meetings, the group unanimously
agreed on proposals that reflect private sector needs and international good practices. These
recommendations have been sent to the Minister’s cabinet for further review for the purpose

of inclusion in the respective laws. J
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Among the main proposed changes, the group proposed categorizing education and training
into two types: professional training for specific sectors and general education for further
education advancement (e.g., master’s or doctorate). It was also suggested that employees
should no longer be required to work an extra two years for their employer after training,
with terms instead set in employment contracts.

For strategic sectors, additional incentives are proposed for strategic sectors, aimed a boosting
employment, while aligning with national development goals. For non-strategic sectors, it is
recommended that training costs be tax-deductible, but under a different categorization.

2) Removal of the L.04 export license for pharmaceutical products

Within a month after the NCEI meeting, the L04 export license requirement for
pharmaceutical products was successfully removed. This decision was officially enacted by
the Kosovo Medicines Agency following discussions with the latter and Kosovo Customs,
contributing to streamlining the export process and enhancing efficiency.

3) Regulation of product losses and damages for tax purposes

To this point, Kosovo Customs has indicated that an initial draft of a by-law defining standard
loss rates for excise products has been prepared. Once finalized, it will be shared with relevant
stakeholders for further input and refinement.

For non-excise products, examples from the region can serve as valuable references.
Meanwhile, the 2025 legislative agenda includes the drafting of a new package of fiscal laws,
though the specifics of how these laws will address product losses rates are yet to be
determined. All in all, effective institutional coordination is essential to finalizing these
standards and incorporating them into the legal framework through by-laws.

Follow up on the October meeting

Following the meeting, the Energy Regulatory Office expressed its willingness to collaborate
on some of the recommendations discussed. Notably, they are considering cooperation on the
development of an interactive map to identify electric grid access points, as an important
window for businesses seeking connection to electricity.
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6. CONCLUDING REMARKS

This report has highlighted key challenges facing businesses in Kosovo and provided

recommendations aimed at improving the business climate. Through insights gathered from

sectoral forums, business surveys, and NCEI meetings, several priority areas for improvement

have been identified. Addressing these challenges will require a coordinated approach between

the public and private sectors to ensure sustainable economic growth.

Key takeaways from the report include:

Regulatory and bureaucratic inefficiencies remain a major concern, with businesses facing
delays in obtaining permits, inconsistent legal frameworks, and overlapping institutional
responsibilities. Simplifying administrative procedures, ensuring transparency in
legislative processes, and improving coordination between institutions are critical steps
toward reducing these barriers.

Infrastructure and energy challenges continue to hinder business operations, with
concerns over electricity grid access, industrial park development, and road
infrastructure. Investments in energy security, digital infrastructure, and logistics
improvements will enhance competitiveness and attract foreign investment.

Workforce development remains a key priority, as businesses struggle to find skilled labor
in key industries. Strengthening vocational training, aligning education policies with
labor market needs, and introducing fiscal incentives for workforce development will
help bridge the skills gap.

Strengthening financial support mechanisms for exporters, enhancing transparency in
public procurement, and improving SMEs" access to financial instruments remain key
priorities. Sustained efforts in these areas will foster a more competitive business
environment, drive innovation, and support long-term economic growth. Ensuring the
effective implementation of these measures, along with continuous public-private
collaboration, will be crucial for advancing Kosovo’s business landscape.

Public-private dialogue must be further institutionalized to ensure that business concerns
are continuously addressed in policymaking. Enhancing the role of NCEI, increasing the
systematic follow-up on recommendations will improve accountability and the
effectiveness of proposed reforms.
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